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Preface
As members of school boards, as auditors of school districts, as
taxpayers and parents — we certified public accountants have special
interests in public school education. Furthermore, we have a feeling of
responsibility because our own professional discipline, accounting, bears
directly on many of the most important policy decisions of school boards.
Hence, this pamphlet.
We are grateful both for insights and for factual information
provided by others. These include especially the Office of Education of
the U.S. Department of Health, Education and Welfare; and the Associa
tion of School Business Officials of the United States and Canada. Also,
efforts in a number of states to improve public school accounting, in which
certified public accountants were involved, came to the attention of mem
bers of the committee that published this pamphlet. These states were
California, Colorado, Illinois, Kentucky, Maryland, Michigan, and Penn
sylvania.
Specific sources of data and some other publications bearing on
our subject are cited in our Notes.
In its work the committee had the assistance, as a special con
sultant, of Samuel J. Broad, who undertook the necessary research work
and draftsmanship. Mr. Broad is a former president of the American
Institute of Certified Public Accountants and for eight years served as
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chairman of its committees on accounting principles and on auditing pro
cedures ; for the past several years he has been active, on citizens’ com
mittees and otherwise, in studying the operations and finances of the
public schools of Scarsdale, New York.
Although the committee is in debt to those mentioned, it bears
sole responsibility for the opinions expressed. Since the pamphlet has
not been considered and acted upon by the Council of the American
Institute of Certified Public Accountants, it does not present an official
position of our national professional society.

Committee on Public School Accounting (1961-62)
Sam B. Tidwell, Chairman
A. L. Amacher
Clayton A. Becker
Don C. Chorpening
Helen M. Cloyd
Thomas M. Dickerson
Samuel J. Duboff
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Edwin O. Dwyer
Raymond R. Maxwell
Peter P. McGraw
Donald M. Shawen
Kenneth L. Thompson
John B. Welsh

Budgeting for educational opportunity
It is the spring of the year. For some months the school board
and the school administration have been working on plans for the new
school year starting on July 1. The administration has furnished the
board with the number and ages of children of school age in the district;
with an estimate of how many will attend the public schools, what grades
and classes they will be in, and how many teachers and other staff will
be needed; and, finally, with a preliminary budget showing how much
money it will take to cover salaries and other expenses, how much of it
can be expected to come from the state and other sources, and how much
must be levied locally, almost all of it through property taxes.
Of course the school board will have to go behind the figures.
They will have to study the relationship of the figures to the kind of
education acquired in classrooms, as well as to the community’s ability
and willingness to pay. Then they must make such changes as they con
sider desirable before the budget is approved and passed along to the
voters or the state authorities.
School boards have an imposing responsibility. It is the national
policy of the United States that every child is entitled to an equal oppor
tunity for education through the high school level. As Sterling M.
McMurrin, a United States Commissioner of Education, recently told
Congress: “We believe not that all men are of equal capacity, but that
all are entitled to the opportunity to develop fully such capacities as they
have.” However, under the Constitution of the United States education
is a state function; and the states have delegated a great deal of authority
to school boards. In practice, it is the local school board that must turn
the ideal of “opportunity” into the substance of teachers, buildings,
and books.
What do school boards, and other taxpayers as well, need to
know — how can they be in a position to judge — whether their schools
are doing as well as can reasonably be expected with the funds available?
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or whether the educational goals themselves are too high, or too low, in
view of the funds available?
These questions demand a judgment based on both accounting
and education. Yet citizens who are not professionals in either account
ing or education must find the answers. The purpose of this pamphlet is
to provide some basic accounting guidelines that accountants believe
will be most useful to nonaccountants, in making rational decisions about
those educational policies that are affected by money.

Factors affecting costs
There are three basic factors affecting school costs:
• Number of pupils enrolled in school.
• Standard of living, especially as it affects teachers’ salaries.
• Quality of education, especially scope of curriculum.

What do taxpayers need to know in order to see these factors in
clear perspective?

1. Number of pupils enrolled
We have heard a lot about the so-called “population explosion”
in the United States. How does this affect the public schools?
Enrollment follows birth rate, though not immediately. Let us
look at the national picture, keeping in mind that the figures for the
whole nation are only a total of what is happening in thousands of com
munities, large and small.
During the depression years of the 1930’s and the war years
through 1945, the birth rate averaged 20 per thousand of population;
from 1946 on it has ranged from 24.1 to 26.9 per thousand, with an
average of 25, a substantial increase. Also, there has been a steady
increase in the total population, by reference to which the birth rate
is calculated. Thus there has been a double growth factor.
The cumulative effect has been a mushrooming school enrollment.
This is shown in the graph on page opposite. Note that there is an
approximately two-thirds reduction in rate of growth in high school
enrollments after 1965. The rate of growth for a few years prior to
1965 is abnormal. It happens because the small groups of pupils born
prior to 1946, as they graduate year after year, are replaced by the
larger groups born later. By about 1965, all of the small groups will
have left school.
6

Effect of Number of Births
on School Enrollment1
School boards can anticipate size
of enrollments by gathering sta
tistics on births and number of
children under 5 in their own
districts.
This graph shows the national
picture. Note that rising number
of births had a cumulative effect
on number of children under 5;
this number affected elementary
school enrollment a few years
later, and still later affected high
school enrollment.

1970

The projections (1962-70) are the
Census Bureau’s. They assume
continuation of the 1955-57 birth
rate, and also that an increased
proportion of high school students
will carry on until graduation.

As this is written, the birth rate (but not number of births)
has been edging down since 1957. It may continue to do so as we come
increasingly to depend for parenthood on the smaller number of people
born during the depression and war years.
Since 1951, rising enrollments have affected in two ways the
burden of school costs on taxpayers: (1) not only have they paid for
the education of a greater number of pupils; (2) also, an increasing per
centage of the whole population is of school age, leaving a decreasing
percentage of adult taxpayers to foot the bills. By the early 1960’s, chil
dren between 5 and 17 had grown to 25% of the population; they were
only 20% in 1950. Of this group five out of six attend public schools; the
rest attend parochial or private schools, or drop out before age 17.
The great majority of the children who will be of school age in
1970 have already been born; and it is almost certain that in 1970 chil
dren of school age will still be about 25% of the population.
This national picture of school enrollments, and the correspond
ing population of financially responsible adults, suggests that the follow
ing questions are likely to be significant for school board members or
other interested taxpayers in very many districts:

Is your junior high or high school enrollment going up and
how much?
Is your elementary school enrollment going up and how
much ?
In a few communities, enrollments are no doubt dropping; and
the number of taxpayers, relative to the number of students, may be
increasing. At any rate, knowing how many children will have to be
educated by how many taxpayers is an economic fact-of-life that ought
to be known before judgment is passed on new building programs,
future tax rates, and other questions of educational costs and educational
policy.

2. Standard of living
School costs have been mounting faster than can be accounted
for just by increased enrollments. Cost per pupil has also climbed rapidly
in recent years.
The main factor in rising costs per pupil is the booming American
standard of living. Like almost everybody else, teachers are better paid
than they used to be. Indeed, their salaries have risen faster than the
real cost of living. The same is true of administrators, maintenance
workers, and those who build schools. But in almost all school budgets,
the largest single amount goes for teachers’ salaries — generally almost
two-thirds of the total current expenditures.
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Cost
per Pup0il and Teachers' S
(in constant dollars: 1947-49 = 100)
COST
PER
PUPIL

TEACHERS’
SALARIES

The graph above shows the similarity in pattern of costs per
pupil and teachers’ salaries. Again, it is important to keep in mind that
this national picture is only the sum total of the local pictures. Tax
payers interested in their local problems should know the answers to
these questions:

What is the present cost per pupil and how does it compare with
last year’s?
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What has been the trend for several years?

How does your district’s cost per pupil compare with that of
comparable districts in your state?

3. Quality of Education
It is often impossible to make a meaningful arithmetic correla
tion between quality of education and costs. A pupil of Socrates needed
the ability to listen, converse, and think — but no money!
However, in the practical pursuit of excellence in public schools,
most boards will agree that quality costs money. One big reason is
curriculum. This means not only the choice of whether, say, instru
mental music or driver training should be taught; it also means expan
sion within the traditional curriculum to meet the needs created by
social or economic changes. For example, should the junior high as
well as the senior high have a science laboratory? should there be
special instruction in conversational French and Spanish?
What constitutes quality and the degree to which specific parts
of an educational program will or will not enhance quality are questions
heavily loaded with controversy, as every school board member knows.
In deciding what he wants to pay for quality — as it may be identified
with an item in the budget — the taxpayer runs head-on into standards
and values, other peoples’ as well as his own.
Governments, and indeed the whole economy, have a limited
amount of money. How shall it be spent? For what services of govern
ment? For what personal goods and services? And how does one value
these goods and services as compared with a specific improvement or
addition to an educational program? More money for educational quality
means less money for something else.
The graph on page opposite shows how much we Americans
spent in three recent years for four purposes, including public schools.
Of course, this is only one sampling of the comparisons that might be
made. The point is: by such comparisons the taxpayer challenges his
own standard of what is more, or less, important.
Discussing the relative values of educational and other services is
beyond the scope of this pamphlet. However, we do claim that under
standing clearly what factors give rise to the costs can help rational
decision-making. The taxpayer should not assume that the rising cost
of public education in most school districts in recent years necessarily
buys better quality. The taxpayer would do well, before making this
assumption, to find out how much of an increase in costs is necessary
merely to educate more children, and to pay increases in salaries that
are only average for the geographical area. It is reasonable to assume
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that the increased amount of money spent for these two purposes just
maintains the status quo in quality.
Not only the public’s concern with quality but also the sheer
amount of expenditures for public schools — some $18 billion annually
— underscore the importance of discriminating use of funds. This vast
aggregate for some 35,000 school operating units, most of them rela
tively small, is one of the large financial segments of our economy.
Expenditures have increased steadily, both actually and relatively, since

How Much Do We Spend for Public Schools—

Comparatively Speaking?

In making value-judgments, the reader of this pamphlet will naturally set up
his own yardsticks. Those above are merely illustrative, and fall in three cate
gories: highways—a government expenditure; recreation—to a large extent a
voluntary personal expenditure; and medical care—a largely unavoidable
personal expenditure. Spending per capita for both education and medical care
rose more during this decade than spending for recreation.
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World War II; they now represent about 4% of the total “personal
income” in the United States. The magnitude of the expenditures and
the intangible considerations for both pupils and the nation warrant
the deep and abiding interest of all citizens.

Where the money comes from
In the school systems of the nation as a whole, this is where the
money comes from:4
federal
government

local
government
state

But many school systems do not conform to the average. Per
centages vary widely among individual states. The states, by law or
through their education departments, adopt what is sometimes called a
“foundation” level of education. Usually they define qualifications for
certification of teachers; requirements for teaching certain subjects —
such as English, American history, physical education and hygiene; and
requirements affecting transportation of pupils, school lunches and
teachers’ pension plans. Subject to such laws and regulations, however,
the active and detailed management of school activities is decentralized
and left in the hands of the local school boards. This means that the
boards hire the teachers, determine the size of the classes and extent
of the curriculum, and in general make most of the decisions that deter
mine costs.

The states recognize that there are substantial variations in the
economic ability of different communities to finance school operations
at an adequate level. This is where state aid, established by state law,
12

comes into play. Various formulas are applied to determine amounts.
In some states special purpose grants are made for designated pur
poses such as vocational education, training for handicapped and
retarded children, teachers’ salaries and pension plans, pupil transpor
tation and school lunches. A much more general method, however, is
to make flat grants or equalizing grants for general purposes — say
so much per pupil — or an amount based on the per pupil expenditures
after allowing for a local assessment which is considered reasonable in
the light of the economic circumstances of the particular district. A
few states establish grants under a formula intended to encourage rais
ing the level of education above the “foundation” level. A number of
states use a combination of these methods.5
Most of the federal government’s contribution is for vocational
education, school lunches, and assistance to districts containing substan
tial federal facilities.
There is usually a certain amount of miscellaneous income. This
comes from interest on the temporary investment of school tax receipts,
rent of facilities, etc.
After state and federal contributions and miscellaneous income
are deducted, and the cash balance is brought over from the preceding
year, the remainder of funds needed to finance the schools must be raised
from local sources.
It must be borne in mind that state aid is in general directed
toward the minimum standards established by law or regulation. Many
communities desire to set their educational standards higher — to
extend their curriculum, to have fewer pupils per teacher, to try out
new teaching methods, and so forth — and are willing to provide more
local funds and accept higher taxes to reach their objectives. Thus the
relative proportions of local contribution and state aid may vary con
siderably even within an individual state.

Current expenditures and the budget
The term “current expenditures” is used to cover the operating
expenditures of a school district; as generally used it does not include
amounts annually budgeted for plant and equipment, or for payments of
principal and interest on long-term debt.
The annual budget is the document controlling the current finan
cial activities of the district. The figures it contains and the background
and objectives underlying them reflect the educational and financial
policies of the school district. A budget can best be understood by
reference to a specific example. A “typical” school budget is just as
imaginary a concept as an “average man”; but the Office of Education
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of the United States Department of Health, Education and Welfare
periodically publishes the current expenditures and other data reported
by about 500 urban school systems throughout the United States.
For the purpose of this pamphlet, the budget resulting from a
compilation of these figures is a useful “typical” one. Here it is:
Condensed Financial and Statistical Budget
for an urban school district in the 10 to 25 thousand population range
Expenditures:

Current operating expenditures:
Administration
Instruction
Attendance and health services
Pupil transportation
Operation of plant
Maintenance of plant
Fixed charges
Total current operating expenditures
Capital outlays paid from revenue receipts
Debt service—annual installments and
interest on long-term debt
Total expenditures from current revenues

$ 38,360
1,013,480
14,800
26,120
134,240
48,000
39,720

$1,314,720
75,000
150,000
$1,539,720

Revenues:

Federal government
State aid
Miscellaneous
Amount to be raised by local taxation

60,000
606,000
25,000
848,720

$1,539,720
Statistics:

Enrollment
Per pupil cost:
Current operating expenditures
Total expenditures
Number of classroom teachers (150) and other
instructional staff (13)
Pupils per classroom teacher
Assessed valuation
Tax rate

4,000

$329
$385

163
26.6
?
?

You will note that this sample budget shows basically two things,
“revenues” and “expenditures.” This pamphlet has already dealt with
revenues under the heading, Where the Money Conies From.
But the part of the budget that requires the most time and atten
tion of taxpayers is under the heading Current Operating Expenditures.
So we now show this section in more detail:

Current Operating Expenditures
Amount
Administration:

$

Salaries and contracted services
Other expenses

Total Administration

Cost per
enrolled
pupil

33,360
5,000

8.34
1.25

38,360

9.59

Instruction:

Salaries:
Principals
Consultants or supervisors
Teachers
School librarians
Guidance personnel, psychologists
and other specialists
Secretaries and clerks

Total Salaries
Text books
Library and audio-visual materials
Supplies and other expenses

$ 56,280
17,800
836,400
11,080

14.07
4.45
209.10
2.77

23,040
15,160

5.76
3.79

959,760

239.94

17,440
5,520
30,760

4.36
1.38
7.69
1,013,480

Total Instruction

253.37

Attendance and health services:

Salaries:
Attendance
Health
Other expenses
Total Attendance and health
services
Pupil transportation
Operation of plant:

Salaries and contracted services
Heat for buildings
Utilities except heat for buildings
Supplies and other expenses

Salaries and contracted services
Other expenses

14,800

3.70

26,120

6.53

20.26
5.52
5.52
2.26

81,040
22,080
22,080
9,040
134,240

Total Operation of plant
Maintenance of plant:

.94
2.46
.30

3,760
9,840
1,200

6.06
5.94

24,240
23,760

48,000

Total Maintenance of plant
Fixed charges:

Employee retirement
Insurance and judgments
Rent, interest on current loans, etc.

Total Current Operating Expenditures

12.00

6.92
2.60
.41

27,680
10,400
1,640

Total Fixed charges

33.56

39,720

9.93

$1,314,720

328.68
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The median costs in this budget have limited value as general
guides to school boards and taxpayers because of variations in different
geographical sections of the country. The median per pupil costs (cur
rent operating expenditures only) for different regions, in urban dis
tricts of 10 to 25 thousand in population, are shown below:

Nationwide
North Atlantic States
Great Lakes and Plain States
Southeast States
West and Southwest States

Amount

Per cent of
Nationwide

$329
388
331
204
345

100%
118
101
62
105

The percentages in the last column applied to the figures in the sample
budget would give more useful and meaningful costs for use in different
geographical sections. There still remain, however, wide variations from
the median within each geographical section. These result from differ
ent economic and social conditions; and from local policies, local laws,
and local employment situations.
Those who are interested in making more accurate comparisons
of costs in their own district with those of other comparable districts
can find a considerable amount of pertinent and useful information in
publications of the Office of Education and of the National Education
Association.7 Considerable information is also available in most state
education departments. While an individual citizen may not wish to do
the necessary research, it would seem reasonable to expect that school
boards have knowledge of any material departure of per pupil costs
from normal, and be able to explain the special circumstances giving
rise to them. In a number of cases across the country small groups of
comparable districts have worked co-operatively in exchanging detailed
information so as to get the benefit of the experience and procedures
of other districts operating under substantially the same conditions.
This enables them to isolate the differences and find the reasons for
them.
It is particularly useful for school boards to obtain figures on
cost per pupil for other school districts which are, in a sense, competi
tors. How much must your district pay in order to meet the salary scale
of comparable communities?
Of course, comparison of financial muscle by school districts
will not answer all questions regarding educational needs. But weak
nesses in policy may be exposed. And, on the other hand, non-monetary values in a school system may be isolated and therefore better
appreciated.
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Appraising your current expenditures
The expenditure classifications used in the sample budget repro
duced on page 14 are based on the uniform classification set forth in
Financial Accounting for Local and State School Systems. This publi
cation was the product of co-operative efforts over many years by the
Office of Education and other authoritative nationwide groups.8 It
recommends the use of the captions in the sample budget. Precisely
what do these captions cover? And what should a taxpayer ask in order
to relate the expense under each caption to educational policy? With
these questions in mind, let’s look at the captions one by one:

is principally salaries. It includes those of the school
superintendent and his administrative and clerical assistants, including
the treasurer and/or bookkeeper. Expenses of the school board and its
clerk are also included, and the cost of hiring teachers, etc.
is by far the greatest item. Most of it represents salaries:
those of teachers, school principals, deans, consultants and supervising
personnel, librarians, guidance personnel, psychologists, audio-visual
and other specialists, and secretaries and clerks working with the in
structional staff. Other items under this caption are textbooks, library
and audio-visual materials, various supplies and other minor expenses.
The importance of instruction as an item in the budget may be
seen in the following pie chart, which shows how the money is spent in
our “typical” school district in the 10 to 25 thousand population range:
capital outlays
and
debt service

administration,
operation and
maintenance of
plant, other current
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Average salaries included in the budget for the 150 teachers and
for the 163 members of the instructional staff work out at $5,576 and
$5,795, respectively. These amounts compare with reported estimated
national averages of $5,527 and $5,716 for 1961-62.
One reason for current growth in cost of instruction is the
rapid rate of secondary school growth. (See again the graph on page
7.) The per pupil cost of secondary school instruction is considerably
higher than that in elementary schools. Countrywide sampling by the
Office of Education of the relative expenditures in the 1958-59 school
year showed that for communities in the 10 to 25 thousand population
range the median cost per pupil (for instruction only) was 34% higher
for secondary schools than for elementary schools. The differences were
26% for junior high schools and 42% for senior high schools.
This differential in instruction cost was largely represented by
teachers’ salaries. For one thing, the national average of classroom
teachers’ salaries is 9% higher in secondary schools than in elementary
schools; but, much more important, a considerably greater number of
teachers, relatively, is needed. While the over-all national statistics
show one classroom teacher for every 26.6 pupils in the public schools,
this figure breaks down into one teacher for every 30 pupils in the ele
mentary schools and one teacher for every 21.7 pupils in the secondary
schools. Thus, a secondary school of 1,300 pupils requires 60 classroom
teachers while the same number of pupils in elementary schools requires
43 teachers. The classroom teacher cost per pupil in a secondary school
of this size is half as much again as it is in the elementary school.
Various factors contribute to the teacher differential: one of
them is the greater burden on the secondary school teachers in some
courses (such as reviewing themes in English); another is that with a
more extensive curriculum and a wider range of elective subjects there
may not be enough pupils who choose a particular course, especially one
of the more advanced courses, to give a teacher his full quota of pupils.
A low pupil-teacher ratio thus could be a sign of high quality educational
offerings; on the other hand, too many classes below a reasonable mini
mum size could become a matter requiring administrative consideration.
Both because instruction is the heart of education and because
it is the largest single cost, the informed taxpayer needs a lot of infor
mation in order to illuminate the relationship between costs and educa
tional policy. The following questions are suggested:
Taking instruction costs alone, how do the per-pupil costs at the
secondary schools compare with those at the elementary schools'?

How many classroom teachers are there? Is the ratio of pupils
to teachers going down or going up? Has consideration been
given to the employment of teachers’ aides to relieve the pro
fessional staff of some of the administrative and routine bur
dens ?
18

What are the relative pupil-teacher ratios at the elementary and
secondary schools?
What are the ratios of (1) other instructional staff, and (2) all
employees other than teachers, to the number of classroom
teachers? Has the ratio changed materially in the last few
years? What additions (or reductions), if any, are currently
being made to the number of (a) teachers and (b) the nonteach
ing staff ?

What is the average size of classes in the elementary schools and
in the high schools? How many classes are there in the high
school with less than (say) 10 pupils?
Is there a formal salary schedule? What is the average amount
of teachers’ salaries included in the budget as compared with
the preceding year? Are comparable figures for neighboring
communities available?

What is the relationship of the number of classrooms to the
number of classroom teachers? Are the science laboratory
facilities adequate? Is a language laboratory provided? Or are
other special courses offered that are deemed important because
of particular educational needs in your area?
What is the contemplated expenditure on new textbooks? Are
textbooks kept up to date in the light of changed knowledge
(say, geographical changes) or new knowledge (say, science)?
Will every pupil have a copy of each textbook required?

Is attention being given to some new teaching devices that may
be recommended both as efficient educational methods and as
cost savers? These include educational TV and other audio
visual devices.9

Attendence
is
the nextand
caption
health services
in our typical
budget. This money pays salaries of the medical officer, nurses and
attendance officer. What you should know: is the cost per pupil going
up or down?
Pupil vary
costs
transportation
a good deal. They depend on geographical
circumstances, density of population, or, perhaps, location of a con
solidated school. Again, you should know: is the cost per pupil going
up or down?
includes salaries
Operation
of plant of custodians, the cost of heat,
electric and other utilities, and custodial and miscellaneous supplies.

Maintenance
in
addition to
of plant.
salaries and similar contractual
services, includes painting, electrical and plumbing repairs and normal
repairs to floors, roofing, classroom furniture, etc. It also includes nor
mal replacements of equipment.
19

Fixed
in
addition
charges,
to expenditures for retirement plans referred
to later in this pamphlet, include contribution to Federal Old Age Bene
fits; fire and liability insurance and certain fringe benefits such as the
cost of any group health and life insurance plans paid by the school
system; rentals paid; and interest paid on current loans such as those
needed to finance operation pending collections of tax assessments.
The informed taxpayer should know how much the retirement
plan for professional and other employees costs; also, other fringe
benefits—insurance, merit awards, etc.
Capital outlays
include
additional items of classroom and other furni
ture, teaching equipment, custodial equipment, and sometimes compara
tively minor alterations and improvements to existing buildings. The
initial expenditures for furniture and equipment of a new school are
usually financed, along with the building, by a bond issue.
Debt serviceperiodic payments of principal and interest on
represents
bonds and other long-term debt, or costs of a similar character. The
amount varies widely among different school districts. As a rule it will
be relatively larger in a district with a rapidly expanding school popula
tion and a great deal of recent construction.
Here are some questions about outlays for plant and debt service
for the school board member:
What are the larger items included under capital outlays? Are
there any long-range plans for additions to the physical prop
erties ?

How do the costs for operation of plant and maintenance of plant
compare with those of the preceding years? How
pare with those of neighboring communities?

What is the amount of the long-term debt, and how much is pay
able annually over the next few years?

The school budget and you
If you have served on a school board, have you ever felt perplexed
or even thwarted by the mass of figures in a budget? (Our sample in this
pamphlet is only a condensed version.) If so, you may be helped by
4 keeping in mind that there are two levels of understanding regarding
budgets. In the first place, you need to know what the captions in the
budget cover. This is simply a matter of mastering a limited amount
, of factual knowledge. It isn’t hard.
20

On the other hand, you also need what may be called a philosophic
point of view toward every item in the budget (once you know what it
is), in order to judge the amount allocated to it. Questions involving
priorities are constantly coming up in school administration. Would
greater benefits accrue to the educational process, for example, by
increasing teachers’ salaries; or by adding an assistant administrator
or a treasurer; or by spending more on textbooks; or by improving
medical and nursing services; or by providing a driver-training course?
The range is infinite. A good argument might be made for any one of
these items individually; but where there is not money enough for all of
them, which comes first?
Such budget questions may be very hard indeed. Decisions will
depend on the basic educational, social, and financial philosophy of the
school board and the school district.

Accounting and financial reporting
The budget is the document which controls expenditures for the
succeeding school year. Once it has been established and received the
necessary approvals, the school board has the duty of seeing that it is
adhered to. It should be borne in mind, however, that the budget is not
an accounting statement. It merely sets the limits beyond which actual
expenditures may not go without formal action by the school board or
other controlling authority. By doing so it becomes a policy directive.
Very few taxpayers, except for those elected to serve on school
boards, ever examine the accounting documents — the financial state
ments. These tell not how you intend to spend the money, but how in
fact it has come in and gone out. As used by school boards, these state
ments serve four purposes:

• They help in controlling the use of the school district’s money.
• They clarify the financial situation so that wise
is facilitated.

• They assist trustees in accounting for special funds.
• They help in reporting on the school board’s stewardship to
the state education department and to the public.
In order to control, manage, fulfill trusteeship responsibilities,
and report properly, the school board (like any important business or
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government agency) should have periodic financial statements, prefer
ably monthly. These should include a statement of revenue and expendi
tures for the month and for the school year to date (including begin
ning and ending cash balances), prepared in accordance with the detailed
classification adopted. A column for the year’s budgeted figures should
also be included. In addition information as to the more important
statistical items should be furnished occasionally for comparison with
the budget — enrollment figures (a breakdown by grades is desirable),
the number of teachers and other employees, etc.
means main
taining
accounts
that
really
reflect
what
has
happened
and
that mini
Controlling the use of the school district's money
mize the possibility of leaks. To do this, you will be helped if you ask
three broad questions:

1. Does your district have an adequate system of internal
accounting controls? This consists of built-in organizational checks on
receipts and disbursements to assure the protection and proper use of
the funds and the accuracy of the accounting. It requires the use of an
accounting system adapted to the specific needs of the school system
(including double-entry bookkeeping), proper supervision of its opera
tion, and a meaningful division of the duties of employees. The best
way to determine whether suitable controls are in effect is to obtain
the advice of an experienced accountant.

2. Has your district adopted double-entry bookkeeping? This
is automatic and practically universal in private industry. It has a dis
tinct advantage in that it provides good control over the accuracy of the
figures and over their completeness. It also results in control over the
assets and liabilities as well as the operation transactions, because all
of them find their way eventually into a general ledger which must
balance.
Large and moderate-sized school districts can hardly get any
assurance as to the completeness of their figures without adopting the
double-entry system at least for their current operations. In too many
cases, perhaps the numerical majority, a complete double-entry system
does not exist. The result is lack of adequate controls and a dearth of
important historical information.
3. Are your district’s accounts audited?
The Office of Education has stated: “It is not adequate to merely
develop the budget. Of equal importance to prudent and responsible
school administration is the accountability for school funds. This is
achieved through school audits.” Over three-quarters of the states
require audits, most of them annually and the rest less frequently. Of
the states having this requirement, the audits are made by state person
nel in three-quarters of the states requiring audits, and in the rest by
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certified public accountants or other qualified accountants. Where out
side auditors are engaged it is well for the appointment to be made at
the beginning of the school year so that advantage may be taken of
opportunities for consultation and advice throughout the year.

is facilitated
Wise
management by accounting when the finan
cial statements give you a clear picture of how much money was spent
for what purpose at what time. In this picture you see the lessons of
experience and are therefore able to plan more intelligently. This brief
pamphlet will contain discussion of only two questions in this area that
are believed to be significant for many school boards.
1. Do you know how much your school district’s property cost?
The answer may be of more than academic interest. Where
investment in building and equipment has been spread over many years,
you should know whether taxpayers are paying a reasonable amount for
the physical property being used in their school system. For this you
need property accounting.
Without property accounting some costs can easily escape your
notice. With property accounting — through double-entry bookkeeping
and its corollary, a controlling general ledger — you have available
adequate information about the school district’s investment in proper
ties. Funds are raised by long-term borrowing, the schools are built
and equipped, and the property costs and liability for bonds are perma
nently included in the formal accounting records.
This means that you can allow for depreciation: that is, you
allocate cost of physical properties year by year over their estimated
useful lives. No enterprise operated for profit could know whether it
was going ahead or losing money, or even prepare proper tax returns,
without allowing for depreciation.
Obviously, depreciation on school properties rarely represents
the expenditure of current funds to be included in the budget. Instead,
school districts include in their budgets the current payment of bond
installments, the cost of normal replacements of equipment (included in
maintenance accounts), and also capital outlays charged against the
budget for additional items of equipment and comparatively minor
alterations and improvements to existing buildings. It is possible that
these expenditures may substantially compensate for the absence of a
depreciation charge; they are more likely to do so if the maturity of
the bond issue is geared to the useful life of the related property, and
some states require this. However, without information as to the cost
of properties there is no basis for estimating what a reasonable amount
for depreciation would be. Given their cost, or even their approximate
cost, an allocation of the amount over the estimated useful life of the
properties (30 or 35 years, for example) would provide a fair indication
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of how much depreciation there is. And if the total of property expendi
tures and debt payments included in the budget substantially equal the
depreciation, the current generation of taxpayers is absorbing a fair
share of the property cost, and is thus paying its way.
Whether public school depreciation is considered a valid cost
item, or merely a statistical figure (both views are argued with consider
able vehemence), some reasonable estimate of the amount constitutes
information of more than statistical value. You should have it.11

2. Is the money allocated for a specific purpose really spent for
that purpose?
If an expenditure of any substance is not included under the
proper heading in the financial statements, you are unable to make valid
comparisons with other school districts. For example, if one school
district includes all expenditures on textbooks under the cost of instruc
tion and another includes this cost under capital outlays, comparing the
two is meaningless.
The classification of employee retirement costs may be a serious
source of policy errors. Teacher and civil service plans, where they exist,
are usually organized on a state-wide basis. The costs run from zero to
as high as $100 per pupil. “As a matter of convenience” they are now
included under fixed charges. They are actually a part of compensation.
A contribution of $500 or $1,000 for a teacher’s retirement fund is just
as much a part of instruction cost as his salary. Where the item becomes
as big as it has in some states, the instruction costs per pupil are mate
rially understated and fixed charges overstated. By using salary costs
alone school boards can be, and have been, misled in estimating the perpupil cost of contemplated additions to the curriculum.
School boards generally have some responibility as trustees of
special funds: the bond issue fund, representing money borrowed for
capital outlays; and a variety of special purpose or revolving funds, such
as those related to the cafeteria or school lunch operations and to student
activities and athletic funds. It is important to keep the cash and other
assets and liabilities of these funds strictly separate from those of the
school operations. The same applies to their receipts and expenditures.
Each fund should have a separate and self-balancing set of accounts,
and separate statements are desirable.
Expenditures of each fund should be matched against the related
revenues. In order to avoid misleading statements all revenues and all
expenditures or costs should be included in the statement of the fund.
This is particularly pertinent where some of the costs are supported by
special taxation or contributions: for example, retirement funds, school
lunches or libraries.
It is realized that the preparation of accounting statements like
those mentioned in the last few pages can place quite a burden on small
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school districts. About a quarter of the schools in the United States are
one-teacher schools, over half of them in eight states. Doubtless their
accounting facilities are at a minimum. Some localities have handled
the money better by bringing together accounting and bookkeeping
services for a number of neighboring districts. Where this is done, a
local certified public accountant can help in supervising the bookkeep
ing and in the preparation of periodic statements.
In addition to controlling and managing money efficiently, and in
fulfilling trusteeship obligations for special funds, school boards have a
responsibility for clear reporting of what they have done.
Practically all states have established forms for annual reports
to be filed with their education departments requiring a variety of finan
cial and statistical information. These in effect are the school boards’
accounting for their stewardship of funds entrusted to them.
Unfortunately the information frequently does not get into the
hands of the taxpayers who provide the funds. It should be remembered
that state reporting requirements are minimum requirements. Stand
ards established for the private segment of the economy are much more
exacting. Where a substantial public investment is involved, corpora
tions are required to prepare and publish statements of their income and
expenditures and of their assets and liabilities. With comparable scru
pulousness, some school boards report directly to the public every year,
mailing a financial statement that looks like the condensed budget on
page 14 to every taxpayer, or in some other manner putting it in every
taxpayer’s hands.
However, in far too many districts about all the parents and tax
payers are told officially about the operations of the public schools is the
tax rate and the amount they must pay. The delegation of authority to
elected local school boards is democratic; but unless school boards re
port to the voters how they are exercising their authority, the circle of
democratic procedure and responsibility is broken.

Conclusion
The substance of this circle of democratic procedure is the
people’s money, and the accountability of the people’s representatives.
Behind the many questions of policy that school boards must settle are
two comprehensive questions posed by the electorate: can we afford
what we are asked to spend? are we getting value for what we do
spend?
We fantasied that it was spring at the beginning of this pam
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phlet. Since then, the school board has been finding answers to these big
comprehensive questions and solutions to numerous specific problems.
The answers and solutions reflect their wisdom in educational matters
and, in a small way, in accounting, too.
Now, September is here. The pupils are coming. Are you giving
them the best educations you are able to buy?
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Source of figures: Bureau of the
Census, U. S. Department of Com
merce.

Sources of figures: Office of Edu
cation, U. S. Department of Health,
Education and Welfare; Bureau
of Labor Statistics, U. S. Depart
ment of Labor (for consumer price
index used in calculating constant
dollars).
Cost per pupil is figured by
dividing the money spent by the
number of children enrolled. Some
times it is figured by dividing the
money spent by the number of
children in average daily attend
ance. Many educational authorities
prefer the former method. As ac
countants, we like it better too,
since a school district has to pay
teachers’ salaries and overhead
whether the pupils are in their
seats or not.
The logarithmic scale is used
in this chart because it best shows
the economic proportions of the
rise in costs and salaries: $4,000
is a smaller proportion of $4,500
than $2,000 is of $2,500.
Since the graph is stated in
constant dollars, “cost of living”
(consumer prices) might be repre
sented by a horizontal line.
Sources of figures: Office of Edu
cation; Office of Business Eco
nomics, Department of Commerce;
Social Security Administration,
Department of Health, Education
and Welfare; Bureau of the Cen
sus. The constant dollar is figured
from the consumer price index of
the Bureau of Labor Statistics.

Source of figures: Office of Edu
cation.
For further insight regarding state
aids, see the Office of Education’s
Public School Finance Programs
of the United States, 1957-58, espe
cially pages 21-49 and the section
of the book about aids in your
state. You will find how the equali
zation rate is figured in your state.

This “Condensed Financial Statis
tical Budget” is based upon the
median current expenditures per
pupil for the school year ended
June 30, 1959, in 163 urban dis
tricts in all sections of the United
States. The median per pupil ex
penditures shown were applied to
a school system having 4,000 pu
pils, approximately the average en
rollment of the 163 districts. (The
“median” is the middle figure in
the list in point of size. Thus, if
there are 25 items listed, there will
be 12 higher than the median and
12 lower. The median of a group is
considered more useful than other
types of averages because it is not
unduly affected by extremely high
or extremely low items. Medians are
not addable as a general rule, be
cause they do not represent costs
for the same district. However, the
medians for the detailed expense
classification shown in this “Budg
et” aggregate within 1% of the
median total expense per pupil and
they are thus considered of statis
tical validity for the purpose for
which they are used.)
The number of classroom
teachers is based on the national
ratio of pupils to teachers (26.6)
and the number of other instruc
tional staff is about 8½% of the
number of teachers, also the na
tional average. All the items have
been adjusted for increases in
salaries since 1959 based on pub
lished statistics of national aver
ages, 15½%, and the same per
centage increase has been assumed
for other current expenditures.

Office of Education:
Public School Finance Programs
of the United States, 1957-58
Progress of Public Education in
the United States of America,
1957-58
Revenue Programs for the Public
Schools in the United States,
1959-60
Current Expenditures per Pupil
in Public School Systems—Urban
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Notes
1.
Source
of figures: Bureau of the
Census, U. S. Department of Com
merce.

Sources of figures: Office of Edu
2.
cation, U. S. Department of Health,
Education and Welfare; Bureau
of Labor Statistics, U. S. Depart
ment of Labor (for consumer price
index used in calculating constant
dollars).
Cost per pupil is figured by
dividing the money spent by the
number of children enrolled. Some
times it is figured by dividing the
money spent by the number of
children in average daily attend
ance. Many educational authorities
prefer the former method. As ac
countants, we like it better too,
since a school district has to pay
teachers’ salaries and overhead
whether the pupils are in their
seats or not.
The logarithmic scale is used
in this chart because it best shows
the economic proportions of the
rise in costs and salaries: $4,000
is a smaller proportion of $4,500
than $2,000 is of $2,500.
Since the graph is stated in
constant dollars, “cost of living”
(consumer prices) might be repre
sented by a horizontal line.
3.
Sources
of figures: Office of Edu
cation; Office of Business Eco
nomics, Department of Commerce;
Social Security Administration,
Department of Health, Education
and Welfare; Bureau of the Cen
sus. The constant dollar is figured
from the consumer price index of
the Bureau of Labor Statistics.
4.
Source
of figures: Office of Edu
cation.
5. further insight regarding state
For
aids, see the Office of Education’s
Public School Finance Programs
of the United States, 1957-58, espe
cially pages 21-49 and the section
of the book about aids in your
state. You will find how the equali
zation rate is figured in your state.

6.
This
“Condensed Financial Statis
tical Budget” is based upon the
median current expenditures per
pupil for the school year ended
June 30, 1959, in 163 urban dis
tricts in all sections of the United
States. The median per pupil ex
penditures shown were applied to
a school system having 4,000 pu
pils, approximately the average en
rollment of the 163 districts. (The
“median” is the middle figure in
the list in point of size. Thus, if
there are 25 items listed, there will
be 12 higher than the median and
12 lower. The median of a group is
considered more useful than other
types of averages because it is not
unduly affected by extremely high
or extremely low items. Medians are
not addable as a general rule, be
cause they do not represent costs
for the same district. However, the
medians for the detailed expense
classification shown in this “Budg
et” aggregate within 1% of the
median total expense per pupil and
they are thus considered of statis
tical validity for the purpose for
which they are used.)
The number of classroom
teachers is based on the national
ratio of pupils to teachers (26.6)
and the number of other instruc
tional staff is about 8½% of the
number of teachers, also the na
tional average. All the items have
been adjusted for increases in
salaries since 1959 based on pub
lished statistics of national aver
ages, 15½%, and the same per
centage increase has been assumed
for other current expenditures.

Office of Education:
7.
Public School Finance Programs
of the United States, 1957-58
Progress of Public Education in
the United States of America,
1957-58
Revenue Programs for the Public
Schools in the United States,
1959-60
Current Expenditures per Pupil
in Public School Systems—Urban
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School Systems, 1958-59
Certain later addenda to the
foregoing.
National Education Association —
Research Division (1201 Sixteeenth
St., N.W., Washington 6, D.C.) :
Estimates of School Statistics—
successive issues for 1958-59,
1959-60, 1960-61 and 1961-62
Status and Trends: Vital Statis
tics, Education, and Public Fi
nance, 1959
The Office of Education prepared
8.
in co-operation with the Ameri
can Association of School Admin
istrators, the Association of School
Business Officials of the United
States and Canada, the Council of
Chief State School Offices, the Na
tional School Boards Association,
the National Education Associa
tion, and others:
The Common Core of State
Educational Information—Hand
book I, 1953
Financial Accounting for Local
and State School Systems —
Handbook II, 1957
Property Accounting for Local
and State School Systems —
Handbook III, 1959
Financial Accounting for School
Activities — Bulletin No. 21,
1959
All of these publications may be
obtained from the Superintendent
of Documents, U. S. Government
Printing Office, Washington 25,
D. C.

9.
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For use of space that makes sense
in terms of both economics and
education, see The Cost of a
Schoolhouse, Educational Facilities
Laboratory, Inc., Ford Foundation,
477 Madison Avenue, New York
22, New York. For use of televi
sion in a manner that can make
sense in terms of both economics

and education, see Teaching by
Television, A Report from The
Ford Foundation and The Fund
for the Advancement of Education,
Ford Foundation, Office of Re
ports, 477 Madison Avenue, New
York 22, New York.
10. further information on these
For
subjects see the following publica
tions of the Association of School
Business Officials of the United
States and Canada (1010 Church
Street, Evanston, Illinois):
A Manual of Accounting Prin
ciples and Procedures for Stu
dent Activity Funds, 1957
“School Accounting Principles
and Procedures,” April 1962 is
sue of School Business Offices
11.
Where
the cost of school facilities
is not available, approximate fig
ures may be obtained by adding to
gether all past bond expenditures
for facilities still in use, plus
capital outlays for long-term as
sets charged against past budgets.
Expenditures for short-term as
sets, such as text books, should be
excluded. So should expenditures
made, or bond installments paid,
for replacements or major repairs
or alterations; usually these ex
penditures do not increase the
value of the original property but
are really payments to cover past
depreciation or obsolescence.
Where asset and liability
accounts are not recorded in the
accounts, a start could be made
toward serviceable property ac
counting by computing the ap
proximate initial cost of properties
and equipment in this manner;
then it should be put down in the
books or in a separate property
ledger and kept up to date there
after. The district will then know
what properties are owned and
what they cost.
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